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Abstract: This study is aimed at analyzing the effect of changing the name made by 
Indonesian public companies from the year 2000 to the year 2010. Using an event 
study methodology, we tried to analyze the short-term impact on stock prices around 
the announcement date. The study shows that the company's name change does not 
affect on stock returns, expressed in the form of abnormal returns. The average 
abnormal return before the event is positive while after the event it is negative. This 
finding indicates that investors do not consider the change of name as significant 
information. Thus, new name adoption is not regarded as informative in the short term 
by investors. 
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Abstrak: Penelitian ini bertujuan untuk menganalisis pengaruh perubahan nama yang 
dibuat oleh perusahaan publik Indonesia tahun 2000 sampai dengan tahun 2010. 
Dengan menggunakan metodologi studi peristiwa, kami mencoba menganalisis 
dampak jangka pendek pada harga saham sekitar tanggal pengumuman. Studi ini 
menunjukkan bahwa perubahan nama perusahaan tidak berpengaruh terhadap return 
saham yang dinyatakan dalam ukuran abnormal return. Rata-rata abnormal sebelum 
peristiwa adalah positif sementara setelah peristiwa adalah negatif. Temuan ini 
menunjukkan bahwa investor tidak menganggap perubahan nama sebagai informasi 
penting. Dengan demikian, adopsi nama baru tidak dianggap informatif dalam jangka 
pendek oleh investor. 
 












Besides financial information, the market value of companies could also be 
explained by non-financial data. In recent years, it seems that some would agree to 
contend that financial statements have lost the big part of their capability in explaining 
the whole value of public companies, i.e., companies listed in the stock exchange. 
Conventionally, financial statements were thought as one of the most valuable sources 
of information. Now, with the existence of different events concerning the companies’ 
activities, other types of information, such as a company's specific events, offer other 
valuable considerations. Many of the events have become related to stock price 
movements. These findings could be interpreted as opposing the efficient market 
hypothesis. 
In reality, there are various types of information available in the market that could 
be used as the source for making a judgment on buy-sell-hold stocks. Yet, financial 
markets offer evidence claiming that investors might be affected by strategic 
decisions. Stock prices are believed to react to some actions undertaken by the 
company, such as the announcement of company strategic alliances, layoffs, changes 
of manager, even to company name changes. Karim (2011) shows that company name 
change has led to better economic for the shareholders. 
Changing a name will bring about some consequences of the companies, yet how 
can the event be still going on at the capital markets when there are some indirect 
costs to be borne by the companies. We might agree that company name provides an 
identity to a company. It also constitutes a sentiment of pride in the company’s 
internal actors, i.e., managers, employees as well as shareholders. To some of us, a 
name represents an identity. It makes up as a reflection of the value that could also be 
integrated into a habit for all individuals in the company.  
Changing name is a common activity among public companies. For example, Wu 
(2010) reports that over 30% of the listed companies in the United States have 
changed their name more than one time. In Indonesia, during 2000-2010, 128 
companies have changed their name for various reasons. This number represents about 
30% of the total listed companies. The decision to change company name shall be 




carried out with cautions as the effect will not only be in the form of financial 
performance (economic aspects) but also non-economic aspects.  Some may argue that 
changing a name is related to giving the signal to the marketplace regarding the long-
term strategy and the future of the company (Karpoff dan Rankie, 1994). 
Empirical evidence shows that market reaction to company name changes is mixed. 
Early study shows a weak positive stock price reaction although the effect depends on 
sample selection (Karpoff and Rankine, 1994). Analyzing Australian companies, 
Josev et al. (2004) document a negative relationship between the name change and 
stock prices. Kot (2011), using Hong Kong public companies, show the positive and 
significant reaction of investors around the date of the announcement when the name 
change is associated with strategic issues. These include a merger or acquisition, 
business type change or company restructuring. However, when the change is made 
for reputational or to provide clarity reasons, stock price does not show a significant 
reaction. Kot's study does not indicate that trading activity is normal not only for 
around the date of the announcement but also in the days after the announcement. Kot 
(2011) comes to conclude that name changes only affect stock prices in the short-term 
period. While, in the long-term period, it does not relate to stock price or companies’ 
operating performance.  
Motivated by mixed findings documented in Karpoff and Rankine (1994), Kot 
(2001), and Josev et al. (2004), and given there are many companies change their 
names, this study is aimed at examining the same issue using Indonesia public 
companies. Examination on 44 companies that changed their names during 2000-
2010, it does not find a significant difference of average abnormal return between five 
days before and five days after the event. This could be interpreted that changing 
company name among Indonesian public company does not affect market participants. 
In other words, company name change to a certain extent is not informative. 
 
2. Theoretical Framework and Hypothesis Development 
A company name is contemplated as an intangible asset. Consequently, it has a 
value like all other assets. The company’s name is the starting point and the base of 
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the company to develop its relationship with customers (McNamara, 1998). Bosch and 
Hirschey (1989) posit that company name change constitutes a difficult, risky and the 
procedure involved is costly. Also, Hirschey (1985) argues that it is considered an 
investment has given it could alter the perception of the stakeholders surfacing the 
identity of a company. A new name could be regarded as a new look of a company. It 
is also a reflection of an effort of the company to have a restructuring and 
reorganization process.  
A name change is not cheap (Karpoff and Rankine, 1994). It may involve some 
expenses. These may include consultants’ fees, and paper works, printing and 
packaging new stationery, promoting and advertising outlays, or not to mention new 
uniforms for the staffs. Name change brings about the potential of a loss of some 
aspects that could lead to deteriorating results (Horsky and Swyngedouw, 1987). 
These may include accumulated goodwill, company image, name recognition or 
purchasing behavior. It seems that changing name lead to more unfavorable effect than 
a favorable one. So, management shall rethink prior to decide to change the company 
names finally. It can only be executed when the expected benefits exceed the costs.  
Some have argued that company name change could affect stock prices as investors 
are expecting better performance of the change. Investors seem to respond when the 
reason for the change is promising. Such reasons include M&A, business 
restructuration or business change (Kot, 2011). Stock prices are expected to go up 
after the announcement. However, one may question whether those positive price 
deviations are solely driven by the change of the name or by the announcements of 
other contemporaneous events. Also, there seems to be no clear explanation that price 
change patterns are a direct effect of name change announcements. 
Many reasons were put forward by literature to elucidate the motivation of a 
company to change its name. Karpoff and Rankine (1994) suggest that the action is 
used as a means of communicating positive information regarding the company’s 
future strategies. Thus, it might serve to attract potential investors, customers or 
financial community, in particular when the company continues to the change through 
the adoption of an easy to memorize or a fashionable name. Horsky and Swyngedouw 




(1987) contend that the change of a name could advance employee morale and 
improve the consumer preferences of the company products. Also, a name change can 
also be meant of avoiding confusion with other companies possessing a relatively 
similar name. Thus, the name change is a means of facilitating the company 
recognition via a new universal or global scope name. 
Other reasons for changing name include avoiding a negative or bad image caused 
by an accumulation of losses or the decline of activity. Adoption a new identity is 
clearly could bring up new trumps besides breaking off the past. Thus, the new name 
could serve as a signal of a new image. The company may change its name upon 
strategic reasons. The company may plan to carry out a restructuration or 
reorganization. It may also intend to unveil new products or activities. This could in 
the form of activities, business expansion, diversification or changing business line). A 
new name is proposed to avoid some conflicts between related parties within the 
company (partnerships, M&A). 
However, the decision to change the company name by management is made under 
the expectation that it is beneficial the stockholders in particular and to the 
stakeholders in general. Although a name is an intangible asset, it could trigger many 
significant factors that could bring about to the improvement of company 
performance. Such performance could be concerning the improvement of employees' 
morale or revenues or sales and thus the incomes. 
Under the efficient market hypothesis, the semi-strong form one, publicly available 
information should not be followed by significant changes in stock prices. When the 
market reacts positively (negatively) on the good (bad) news, then the market is said to 
not efficient. In the case of a company name change, when the new name is regarded 
as a good one, the market may expect an increase of future cash-flows, and it will lead 
to a positive effect on the company market value, i.e., the stock price will go up, and 
vice versa. Consequently, if this is what happens, then the market is said not efficient 
in the semi-strong form. 
Interestingly, many studies show that the market reacts on the announcement of a 
company name. Thus, we might raise the following question: "Is it really that 
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company name change affects shareholder’s wealth?” Cooper et al. (2001) report that 
the effect does not seem to be transitory. They show that there is no evidence of a 
favorable impact on the days of post announcement. In their later study, Cooper et al. 
(2005) find a positive reaction on Internet-related name changes following the market 
downturn. 
Studies on the stock price reactions surround the announcement of company name 
contend usually argue that under the rational framework company name changes may 
provide signals to investors although the reaction is in the short-term. However, early 
study is unsuccessful in confirming the significant signaling effect of the impact of 
company name changes on the value of the company’s common stocks (Howe, 1982). 
The change of name is occasionally carried out to signal that other measures are used 
to improve performance (Horsky and Swyngedouw, 1987). This could be in the form 
of a change in product offerings or to a certain extent in the form of organizational 
changes. 
Evidence of the capital market reaction on name change announcement is still 
inconclusive. Following Howe (1982) and Horsky and Swyngedouw (1987), using US 
public companies, Bosch and Hirschey (1989) document a modest and transitory 
valuation effect of name changes in the market. Morris and Reyes (1992) show 
positive stock price reactions if the new name is distinctive.  Karpoff and Rankine 
(1994) report strong evidence of positive stock price reactions to the announcement of 
a name change. Although it is fragile and sensitive to the selection of the sample. 
However, Josev et al. (2004), using data from 1995 to 1999 of Australian capital 
market, find evidence of negative abnormal returns on the days of the announcement 
of the name changes. Kot (2011) shows that the market reacts positively on name 
change when the reasons for doing that fall within one of these, i.e., M&A, a 
restructuring or a change in the type of businesses. This is in line with Muzellec and 
Lambkin (2005) who report that fundamental changes in a corporate structure such as 
M&A could lead to company name changes that in turn may alter business strategy. 
In the case of oil company change in the United States and Canada, the name 
changes elicit positive stock returns on days surrounding the announcement day (Lin 




et al., 2015). Recent evidence reported by Agnihotri and Bhattacharya, S. (2016) using 
Indian public companies show that investors react positively to company name 
change. A Canadian study shows that stock prices tend to the run-up in the period 
preceding the announcement (Biktimirov and Durrani, 2017). Also, there is a 
significant positive abnormal return in the dates surrounding the effective date. 
Interestingly, the name changes have made trading volume to increase starting from 
the approval date over several days. Given that changing a company name is 
associated with various aspects and there must be urgency in doing so, in particular, its 
effect on the market participants' perception, the following hypothesis is proposed: 
“There is different abnormal return between before and after the announcement of the 
company change." 
 
3. Research Methods 
Targeted population of this study is all companies that changed their name from 
2000 to 2010 at Indonesian Stock Exchange of which there are 128 companies. A total 
of 44 usable data or about one-third of the total targeted population were analyzed 
after removing companies with infrequent trading activity surrounding announcement 
dates and companies with double name changes.  
This study uses an event study in examining the proposed hypothesis. To detect 
whether there is price reaction, it examines the behavior of stock returns surrounding 
the announcement. Abnormal return is calculated as the difference between real return 
and expected return. Mathematically, it can be started using the following equation: 
 
ARit = Rit – RMt 
 
where ARit is abnormal returns, Rit is real returns and RMt is market index. All 
measures are based on daily stock price changes. This model is known as a market 
adjusted return. Peterson (1989) and Henderson (1990) discuss the potential of using 
this model in abnormal return estimation.  This is considered a simple model, but we 
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prefer to use this measure given that many of the selected sample companies 
experienced thin trading in the 60 days before the event. We have tried to use the 
single index model, but the generated beta factor was tending to be negative, which 
was not as rational as the beta is a proxy for risk.  
 
4. Results 
Table 1 shows data on companies announced the change of their names. As can be 
seen from the table, the year 2008 was known as the year where there was more name 
change than other years, of which they are 23 events. The year 2005 is regarded as the 
year where the lowest number of companies changed their name of which there were 
only three companies. 
 
Table 1. 
List of Company Changing Their Name from 2000-2009 
Year Number of Companies Selected Sample Percentage 
2000 12 4 25.0 
2001 11 3 27.3 
2002 5 1 20.0 
2003 13 3 23.1 
2004 19 5 26.3 
2005 3 2 66.7 
2006 9 2 22.2 
2007 13 4 30.1 
2008 23 12 52.2 
2009 12 5 41.7 
2010 8 4 50.0 
Total 128 44 34.4 
 
Table 2 presents the descriptive statistics of abnormal return for each day 
surrounding the event date (five days before and five days after the announcement of 
company name change). The behavior of abnormal returns over the period is not 
clearly predictable. One day before the event date there seems to be a positive reaction 




by market participants, of which there is a positive abnormal return of 0.66 percent, 
but the figure is not statistically significant. Over five days before the event, there are 
no significant abnormal returns although there are three days with positive average 
abnormal returns, i.e., days minus 5, minus 3 and minus 1.  
Table 2.  
Descriptive Statistics of Abnormal Returns over the Event Days  
Day Mean Minimum Maximum Std. Deviation 
-5 0.0132 -0.1014 0.2513 0.0615 
-4 -0.0023 -0.2024 0.1234 0.0077 
-3 0.0051 -0.1112 0.3089 0.0103 
-2 -0.0066 -0.1732 0.2490 0.0109 
-1 0.0065 -0.4117 0.2927 0.0176 
0 0.0291** -0.0681 0.3417 0.0137 
1 -0.0184 -0.5774 0.2786 0.0192 
2 -0.0222*** -0.2803 0.2308 0.0129 
3 0.0223 -0.2459 0.4883 0.0176 
4 0.0032 -0.2081 0.3429 0.0120 
5 -0.0139 -0.2299 0.1420 0.0087 
-5 to -1 0.0032 -0.0408 0.1102 0.0039 
+1 to +5 -0.0058 -0.1348 0.1079 0.0057 
 
** and *** denote significant level at 5% and 10%, respectively on two tail 
test. Although not reported here, the results using non-parametric one sample 
test generates a qualitatively similar report. 
 
It appears that market participants are welcoming the announcement of the name 
change as on the announcement date there is positive and significant abnormal return 
with the average abnormal return of 2.91 percent. Abnormal returns tend to be 
negative after the event date. On day two after the announcement date, it is found that 
the average abnormal return is negative 2.22 percent which is significant at 10 percent 
level.  
Overall, it seems that changing name leads to a temporary favorable, but it appears 
that investors had a negative response when they realized that the change is not 
promising as shown by negative abnormal returns on the days after the event. 
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To check for the behavior of abnormal return during the period of analysis, we 
employed cumulative abnormal return. Figure 1 shows the cumulative abnormal 
returns over eleven days of analysis. The return tends to increase on event date but 
fluctuates after that. This indicates that there was a mixed response after the 
announcement of company name change.  
 
Figure 1 







Next test is an examination whether there is abnormal return difference between 
before and after the announcement date. To do so, a t-test is performed. Table 3 
presents the results of the test. As can be seen in Panel A of Table 3, the average 
abnormal return of five days before the announcement date is positive 0.32 percent, 
while for after the event, the figure is negative 0.58 percent. It seems that investor 
reacts positively in the period before but negatively after the announcement date. 
However, the result of the test whether there is a difference in average abnormal 
returns between before and after the announcement date is insignificant. This finding 
indicates that the announcement does not bring any effect on the market perception 




concerning the company. This finding is in contrast to Kot (2011) who finds a 
significant market reaction before and after the announcement date, i.e., one day 
before to five days after the event. 
A close examination shows that the time lag between the announcement date and 
the effective date of the name change is relatively short, where on average the 
difference is only two days. Is there any difference of the abnormal returns between 
before and after the announcement affected by the length of the period? To examine 
this, the study reduces the analysis using two days trading day, either before or after 
the event. Panel B of Table 3 presents the results of testing abnormal returns 
differences between two days before and two days after the event. The results show 
that the t-test generates significant level at 10 percent, but not significant under the 
Wilcoxon Signed-rank test. This finding seems to modestly support that the effect of 
the announcement on market reaction is evident only in two days before and after the 
event. However, given the fact that either the mean or median abnormal returns for 
two days before and after the event are negative, it is obvious to assert that market 
















Panel A: 5 days Before After 
Mean 0.0032 -0.0058 
Median -0.0022 -0.0063 
t-statistic   1.211 
Z-statistic 1.517 
Panel B: 2 days   
Mean -0.0003 -0.0203 
Median -0.0072 -0.0043 
t-statistic   1.754*** 
Z-statistic 1.295 




denote significant level at 10%, on one tail test. The results of the test 
using raw return instead of abnormal return generate better explanatory 
power, either using the t-test or Wilcoxon signed rank test. 
 
To check whether the global financial crisis affects the extent of market response 
on the announcement of company name change, we perform a sensitivity test. We 
exclude 12 companies that changed their name in the year 2008. Summary of test 
results is presented in Table 4. As shown in Table 4, the average abnormal return for 
five days before and after the event is not different (Panel A).  Similar to the results of 
all sample, the average abnormal return for two days before and after the event is 
statistically different of which after the event the average is higher than before the 
event. The findings reported in Table 4 qualitatively are similar to the ones reported in 
Table 3. Thus, we conclude that the results of the study are not sensitive to the 
presence of the global financial crisis. 
 
Table 4.  


















** denote significant level at 5%, on one tail test. 
 
Panel A: 5 days Before After 
Mean -0.4544 -0.2391 
Median -0.0053 -0.2564 
t-statistic   -0.565 
Z-statistic 0.230 
Panel B: 2 days   
Mean -0.0636 -0.1034 
Median -0.0516 -0.0048 
t-statistic   2.049** 
Z-statistic 1.688 




Overall, we might conclude that the announcement of company name change does 
not correspond to market reaction significantly. It seems that the market reacts only on 
the day of the event and two days after the event. Does it mean that the Indonesian 
capital market does not regard that the announcement of company name change as 
information is still an open question. As the effective date of the name change is 
relatively short, i.e., on average only two days, could raise further concern that market 
participants might not have enough time to anticipate or to value the new proposed 
name. 
  
5. Conclusion, Implication, and Limitation 
This study examines whether company name change announcement is informative 
in Indonesian Stock Exchange. Using a sample of 44 company that change their name 
from 2000 to 2010, it finds no significant difference in the average abnormal returns 
between before and after the event. This means that information of company name 
change does not affect the investor's judgment of the company, even the average 
abnormal return after the announcement is negative.  
Some cautions shall be put forward regarding the findings of this study. First, it 
does not differentiate from the market condition. As we might be aware, the 
Indonesian capital market had been severely hit by the financial crisis in 1998 and the 
global financial crisis of 2008. Considering that the number of the company changing 
their name is high in the year 2008 and the market performance was on average 
decreasing (the market index was losing more than 50 percent of the figure in 2007), it 
might be the cause for average negative abnormal return after the event. Nevertheless, 
the results of the test by excluding data for the year 2008 do not qualitatively generate 
a different conclusion. In response to this, the future study might use data where the 
market condition is relatively stable and more prolonged period (more recent data). 
This study does not differentiate the motive for changing the name. As has been 
evidenced in Kot (2011), company name change will be positively anticipated when 
the reason for the change is due to M&A, a restructuring or a change in the type of 
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business. Thus, the future study may differentiate the cause of name change. Lastly, 
we notice that the total sample is 44 companies out of 128 companies that have 
changed their names during the period of analysis. This could be an issue for possible 
insignificant finding. The results could be more robust if the number of companies 
investigated is more significant than 44. 
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